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i. HODERN FMIEKPRISES ANL TH BUH.EAJF},.ATS

History writes very clearly that China's imodern ehierprisec -cse out of‘
the ploneering of China's officlhls -~ Tseng ftuo-fan, -Tsa Taang-t'ang,” 1i tung-
chang, Chnng Chih~tung, Sheng Hallan-huai, Chrng Chicchili, and ‘others crening . .
arsenals, mines, stcamsnip comprnies, rex.mays, textile mills, etec. Sheng
Rallan-husl started stesmehipe, rai‘w:vs . ond telegramns; Charg Chih- .o
tung stRilec Lne fisrizang iron works snd Vite ng co x‘ mdnesy Lhe Mp-ho Lo

Hang--chang ane "
I “oschou~wHan-

dou milway snn the Chipx u..rch"ntr" Cozprny wiere ogarates v Cheng Chihetunz,
4 Hung-chsng, &nd Sheng Hsulan-huai. Toc cpp:u.u for these enteppiises was -
nationsl, but they out a part of their ox» moncr $nte industrr. Yor sxamsle. N
in 1891 Li Bung - chm: gsiaulished Lhe lup-chene ooy SA1 in Sheng-~hid;
in 18%. Sheng Hslian-Buas . raised capital Lo the ;urcum of 800,000 taels and
eatablishad the Hua<sheng Laxtile mill in vhwu,-hn, argd in ?1"96 tha To-toh
oil mill; in 1898 Chang Chi~chih set up the Tz-sheng textile mill in P'nn-
t'ung, and in 1907 end 1922 eet up branck mills in Tsung-ning and Hai-amen; ths

Yag-bay 8l183g warks in Su-chien wus aafablishad b Gheng dn 1908, e

Besides the few mentioned above, there were nany of fleinls whe investeu
in modsrr lndustry and mining.  In 150k the governer of uh'mu.ng, Hu T ing-ksn,
established the Po-ghan Glas:: Compeny at Foeshun, u‘nan*uny. In 1502 lisiung
Hei-ling established the Li-ling Porcelatn Co""sr) in ui-ling. In 1596 Cheng
Hsdso-hsl astablished the Jih-hul Felt Yiorks in She apf~iad,  In 1907 Tuan Fang,
VYicorcy of the Li‘ng #ilany Previncss {(¥isngsu «nd danzsil), esteblished tie
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Kiangai Pottery Company in Fo~ymng. 14 oen-hung invested in the Chung<hsing . . ‘
Goal Compeny st T Hslen, Shantung (this company was originally Sino-German; in

1906 it was changed to Chinese eapital; after the Republic began, i Yuan~hung
invested capital and enlargad it, and it becune the largest coal-mining com-
pany) and in the Lu-feng textile mili in Chi-aan. Chou Hslioh-hsi st up the
Hua~hsin textile mills in Trien~ching (1918), Chting-tac, Vei-lui, and Trang~
shon (1922}, During hopld "“ear I, M4 Ssu~chung sat up miils in 7'ien-chng,

The above axamples show that in the origin and aceumilati-n of Chiness indys-
trisl capdtal, bureaucratic capital je an inportant source; it -zlso proves

that in the last.hundred yo2re Chinsse ofricialy have already begun to invest
in modern industry a portizn of the hmoney they sciaped from the ground. They
did not spend all their strength on buying iong and-cellecting rent? Thds did
not exist before the Opium 4ar.

In this miscellaneocus lisi of burssueratic capitalists, thers are several
typical persons whom we most notice. Theee are Sheng Hstan «huai, Tharg Chi~
.ohih, and the comnunicaticns eligue men, Idang Shin~vi ano Yen Eung-cho,

1I. SEERG HSUAR-SUAT

In the last days of the Menchuu, Sheny }inl'inﬁ~ht:ai vag a0t Indeed one o A
the top officials; above him were Taong Kuo-fan, Tuo Teung~t'ang, 14 Hung- BT TRNREE Ny
chapg, Chang Chiti~tung, and others, These military officiels who had. reached s

‘the top ranks through killing the p2ople-alse had managed new-type {ndustrics oL
‘that were connected with the Manchu Empire.  Li Hung-chang and Chang Chih

tung were the rore Prominent. .These two men had a hand .in promoting. snything wi
from mumnitions and axelting to paper-moking snd textiles, In 1862 L1 Mung- SR
chang sat up s gun factory in Shang-hai.' In 186k, along with Tsang Kio«fan
he recommended the setting up of the Kisng-nen Areenal in Shang~hai ., :
1882 they recommended setting up g weaving mill in Shang-=hai. Tn 1891: the Lun-
cheng paper mill was set up-in Sheng=hni. As to Cnang Chih-tung,’ in 1886 he )
raised 40,000 taels for getting up a eilk filature in Centon; in 1890 he opened -
tite Han~yang iron works and the Ta-yeh iron mines; in 1893 he. set up In Wue e
chang four factories, weaving, spinning, flax-maling, end. sl roeling; in- ERAN
1908 he recommended zeliing up a felt works i3 Woechana, . 1i anc Chang sre well ™
wrthy of mention in the history of modarn Chinese économy; hut sa to thedr .o
parsonal wealth, they put teo 11ttls into “ndustry. I Hung-eh: ng-put, xopey

oaly into the lun-chang paper mili;y Cheng Chlh~tung used governn=nt ecapital: ;
almost exclusively in nls industrial setivitiss, Yost. of their FePsonal funds -
¥era sLill spent in buying property. This "1 lHo-fel [I4 Gurg-ciang_/ -~fatiener

¢h nature's reaources-~had sndless rich landa betwsen Ho-fei and Hain-yrng;

Chang ¢id not put his Woney into-industry, hut his possassions vars in land.

It ie even less heceasary to apeak of such ren as Tseng and Tan. . Buyire. land

and explniting peasants wmas clenrly enougt tneir 1lifebloca! :

?

Sheng Hsllan-huai was likewise an cfoisial st the close of the Manchu
regime. He bought land and drerw large rent -- this was ef course .the. wey. he ;.
had to take, Hanever, bLesides thi's, he had a Special featuys in regsrd to now-
type economic activity xhich was xacking in Li Hung~chang and Chang Chih-tung.
That is, he not only starteq now-type indusiry hut alse new-Lype transporta~
tiony cad 3ot only thuse but also & new~-type financial instituticn ~- the bank.
After Sheng becaxe customs chief at 7 'ien-ching, he rut his fingsr into Indus-
toizl activitiass.  he Hua~sheng textile will wes startes st this tims,  after
this he held such post.. am Mindster of Cormerve, Minister of Fosts, etc,, and ~
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‘ mansged the Hay-yeh-ping iron works end the Pling-hsiang coal mines. He and
11 Hung-cheng managed the Ped~piing-~lon-k' oo and Kuang-ehou~han-ik'cu Reil-
ways, and in 1872 he, with 14 lung-chung and oibern, managed the China Mer-
chants® Company. (T The eccuracy of the gtatements und dates in the pre-
ceding sentence is cuesticnabls.) This company wes the rirst ncdern water
transport compeny. China's first netive new-type bank, the Chinese Commer -
cdal Bank {founded in 189/ at Bhang=hri), waa also ostablished by Sheng
Helan-husi. Sheng borrowed one millior taels from the Ministry of Finance '
and started it on the plan of the Hong Kong and Sheng-hni Banking Corpora-
tien by selling shares, This was mercly & private cormercinl bank. Sight
years later the Ninistry of Finarce Bank (nov ih¢ Bankof Thine), officlal
in character, was launched in Pei-p'ing (Pektng) o :

The scope of Sheng Hallan-hual's new-type onterprives was lsrger than thous
of 14 Hung-chang and Chang Chih-tung. Suceesadvely he dipped ris fingers
into industry, transportation, 1ight industry, then heavy, nav-iype enterprises
and new-type banking. e uged his political poaition to cpen these official
snterprises, and also to start his own private venturss. His bursaucratic
capital carried mors “foreign flavor" than those of 1i and Chang. He wasa
pattern for modarmn buresucratic capital; but hure wa must point cut that
Sheng Hslian-hual did not in industry or tranaport build up a group charscter. .
ized by a splrit of concentreiion, ner did he 1ink finence clogely with iadus-
try end transport. . Looking at his capitalistic activiies, the China Comaer- ..
cisl Bank was his chief base, and s wife buying of agricultural) and urean and.:
was another base (land aleng Yu-juen Rosd in Shang~hal »tdll belongs to his '
estate). As to his industrial investmenis, outside cf ths Hua-3heng textile :
mill, they were very nmdnute. China's benks rendered service to imperialistic i
cconond.c aggreseion, and wide ‘ownerehip of land i¢ in its nature worse than the
economic exploitation of farmers.. So in the person of this typlenal bureau
oratic capitalist waz can sense its compradore and feudal charactert: . !

4 TITL CLANG, GHI- CHIN <

" The foundation of Cheng Chi~anlir’e business vns the Ta-sheng textile.sd il o i o
‘and the Trung-hai Plantaticn Company. “hie Te-sheng mill wes siarted ot Ham. ™ :
t'sing in 1896, The second mill was started in tie neighiboring hsien of Toung-
ming in 1907, and the third in the nwarby hsien of Hai-men in 2919. In 1924 a7
branch of the first miil was set up 4n Ren-t'uag.  nhen the firat RALL vy, el
astablished 1t had more than 20,000 apindlen; 1% grew yeor by vear until the . o
second was sstablished in 1907, the tvp logether having more than 66,000
.epincles gll told. ‘Afier the thied mil) wes cet up in 1920 theé thres millc
Lad more then 96,000 spindles. On the eve ol the war cf vesistance, in 1937,
the Te~shsrig was & weaving company of more than 180,000 spindles, The chief
work of the Trung-hal Plantation Company vas ihe opening of salt wasteland along
the T'ung-hal coast to thzs cultivation of cotton in order to supply rew matexi-

" al8. - This compeny wog organiged. in 1900, Alter 10.reare, 95 parcent of the
seadykes wers comploted and mure than 30 vercent of the land was under cuiti= -
vation. According to Chang's own report, a ecapital of 20 yx'ian +ag needed for
sgd‘. mou opened up, but after the opaning ihe orice per mon reached 5C to 70
yuan., Chang Chi-chih's enterprises were 5ot limited tc the Ta-sheng end Tung~
hsl companies. He operated flour mills, iha la~acu Salti Compary; & fishing
aonpany, tbe Chinkieng Pencil Company, a smelter, the Chang-hal Te-ta Stesmsr
Company, 1'ien-sheng Steamsr Company, Hsfi~Teo Giase Cowpany, I-sieng Listillery,
Ta~yu-chin Salt-land~Development Company, T?lien-sheng orchards, Huoa-sheng Selt
Cempeny, Humi~hei Bank, Hsin-nan CGompany, ete, Chang Chi-chih wes seny-sided
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in his enterprises; he devotad himeelf nob only o textile and flour milla,
but also tc f rming snd fishing; no* only did he engape in light Industry,
but alsd in heavy. He also organizod transportation snd ner-~Lpe banke., In
his basic projecis he formed organic connseiis ns. Thus, when the Ta-sheng -
needed cotton, the 2’ung-hai made it its business to vaise cotton for the
supply of raw materials. Other enterprises centered nround thess two. pro-

- Jects. Here we can see that Cheng Chi-c ‘¢ enterprizes had a centralized
character!

Cheng Chi-~chih's enterpiises bepan fvom Liu socind rosition {Chuang-
yuan, highest literary graduate) end not from pelitical power. ‘hen he
atarted the Te-sheng midl) his office was-"ligad-masier of ine Ven-¢hen School.
He hinself had no capltal, he was not a shercholder. later, 2s his enterprises
grew, he graduslly galned capital. After the 1911 iwwolution he actid as
Minlster of Industry, Commerce, and Agriculture. This official position of
course gave hin no 1ittle convenience for his enterprisas; but his accompligh-
menta were chielly from economics into politice, not the reverse., This is
Chang Chi-chih?’s special characteristic in ihe hictory of modern bursaucratic
capitaliam in China.

V., CORUNICATINS CLYNE

Liang Shih~i and Yeh Kung-cho represent the ‘somminicetl ns cldoue, Xn
1911 Liang Shih-1i became Minister of Posis.” He was fhe ‘contrasl figure in the- .- ‘
communications cligue. ‘when Yuan Shih-k'al wee trying to seize the throne, < -
this god of wealth, Liung, spent no 1ittle enargy. After Tuan died, Lisng as
the archconspirator for the monarchy -was arrested and died in exile. Yeh
Kung~cho joined with Twao Ju-lin and Lu Chung~yu to form a new communications .
clique. ‘The cligus was made up entirely of officials end those who hag charga -
of foreign loans. The base of their activitles was .tha Ban¥t of Communicstions:
becsuse this benk during the pariod of ths Pei-ching government was under the
inistry of Communications; and the Winistry of Communicaticns was the great, ;.
business of the communicstlons eliygue.. Thus it came about that the Bank of ' 4
Comrunicatins was the chief economic bass of .thasa ofticials.  Lieng and Yeb .
and compeny also had ihe New Crine Szvines Benk and the Five Racas Commercial /-
Bank, The former was foundsd i 1§14 will a capital of 5 mi2lion ylan.  The: .
latter was also established in .the first years of the hepublic, without sny -
large amount of c8pital.. The reason the banks were looked nt askarics was that. .
the communications clique took advantage of its political position. Ths o2¢ -
communications cliqus w&s a running dog of Yuen Shih~k'al, the new one was n
stooge of Tuan Chli~jui, They used their special positivn o asnage loans
and hypothecate natioual debts. In the first years of the Republic, among the
rallwsy loans of the Ministry of Commwniceticns » 10t & =2all part was handled
by the comminications cliqua. In the eighth year of the Kepublic (1919) the &
Japsnese 30C-millior-ydan loans handled by the commnicaticns eligus wers also s
bitterly censured by our peopie. i T

In the modorn hiatory of China the comunicaticn:; ‘clique openwd for bureau-
eratic capital a new patbway for handling and speculating with nationsl dsbis,
using political position and directly seizing government financial agencins,

At the game timo they uess the matson's financigl rescurees to nourish their
privately establishad l:anirgs. Thess features vere lacking in Li Hung-cheng;
Chang Chih=tung, Sheng HsGan-huai and Chang Chi-chih. However, thie very dis-
credicable, hateful habit has heew "exienzes” Ly lis four grest clans of the
Kuemir:itang. : ) .
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In China, befors the peopls t ok the veins of yoverraent, ‘the inmger: st
povers increased their strength f‘x\n yenr to yoor, while feudalism strove -
cencolessly to rekindle its dead eshes, China's biwsaucratic os pitalism grew
apace under these conditions, The politleni scene »es changing; the old wan
lords had disappesrsd, the new miliiarists arose io take their place. . This
rgreen out of tiue," “later and sironger” buresucratic capitalism is the four
large Kuominteng clens who hava mled Crhina for 20 yoars., Iet the “eader
look et ths facts. ’

Y, IHE FOUR GREAT CLAKS OF Tl’“ l" I u*‘

Mr Ch'en Han-sheng in his famous Monovelry &ud Uivil hae in Chins considers
the Fresident as the fifth group. Locked at. fectuaily, it is not very appro-
priate to put this Generalissine’s groap in Lhe Fifth place. Tha four grea%
clans count him as leader, as center: "ill land in ~h« Empire belongs to the
King"; why does he sit in the fifth armchair instead of the first? In astiers
of finence the four hanks ~- Central Banl., Bank of Crina, Bank of Communics -
tions, Parmsrs! Bank == and the twe auenciﬂs -~ Centrel Trust, ang Postal fx-
change -~ obay his orders, and the .contral L.crringhm ge of the four banis hag
him for chalrman... The chairman controls all matters, Tne Minlstry of Fimance
gives power to the chalrmun ¢f the bosrd of directors of the clearingl.ouse and
in unusual times he cen meka suitable arrangements for the four banks and act
for ihem® Does not the statement, "The Minlstry cf Finance glves power” mean, ..
after all, one’sg giving pewer io onesel?? “In industry; the-morc than 40 ar L
nals 5f the Munitions Board are directly controlléd. by hir " He further -cont: 20Xy
the 60 or 70 minss and factories of ihe Resourass Commission:(iivwartime 115 -
units), the Highway Bureau, and the Chins’ lsrchants' Company.of ‘the Board o'
Communications. = His strings can direct everything; his exponditures 21¢ un:
budgeted, Whatever or hos much is waaled %s granteo.’' The umnusl.budgets are
a laughingstock among the people. :Hia "-.\r;,wt order a" cun make the amount s in
the budge?! becoms 2giendages to the real: expen:n..ue Act*n: Jnder ‘Lhesa

" gaxims of "Public and private the same® und Couu, th nat.mn &%) 3'\1'- Lamile, &
how does ‘u not become -u.ddanlv ricn?

.For the sake of, face, m*urnlly M canmt ruu‘.;cu mvasn '.wryﬁ‘mre £
he does in the Cunmercia) Prass and Chiing -Hue Book Company i nor: cad. hey, linw e
H. H. K'ung, T. V., Soong, and tre two Chiens, z«;»ivnlw 5 .apenly. sct. as ch~im i -
of directora of whis or that hsnk or fism.  'His method is to work through hic’
henchmen. His wxife is a helpmate that uncerstands tiainess; she operntositl i
Sino-American Industrial Compony with the Gwrrican reserve. acldler Cheaned’i;
she directly controls the Central Trust Company. "“ilse,’ her Lrother-in Law',
and older sister handle vast. propertiss for her; her nephewe ara .2lwaya poyiag.’
for her in suck.msiters. Therefore, ameng the.banky, freteries, and roney: aho,
operated by the F'ungs, Scongs ana Chieas, a portion, helongs o hm, 3o, it
wealth includes "sharsa" in the national b'-vxks and. #1s) foreign sharus, go’r.,
and 1land. He nol only exploits Chinmse. paasents and laborerg, buf algo:invedes
distant South America, exploiting peasnnts and lnborsrs on FRbbeT plentatiors, )
_grazing lands, argd itnnaries on both banks of the™imazer:

Tnouxh this gentleman was borr in a salt merchint's home, ihough he was a
clurk in a Shang-hsi stock exchange, though Lo made soms money in salt snd in
investments, yot if vou compare thet bit. e money with his present ricnes, the
former will seem too amall to mention. This incalculable, incompursbis weslth,
where dic it come from? Dcez ii notv dapend oa his rlundering, on his consider-
ing “Public and private the same,™ ang "Gountinz public as private"?  He is the
head of the four great clsns; without him the K'ungs, Sconga, ard Ch'ena 2ould. .
not exist. Sa, in the goverowent. K'ung, Soong ~nu the tec Chienps are his four
limbs; in economics, k'ung, Soong, and the iwa Chlens are his braneh banks.and
stores. This is the reason why wo rarsly uvze this gentleman’s ‘iavestmonte on
the asurfaca. . S

L
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The second group is the Soong families of T. V., T. L., T. A., and other
Soongs . The Soong femily originally had ro wealth; its riches suddenly ex-
panded after T. V. Soong bscame Hiniater of Financs. -Soong wes the first
governor of the Central Bank . (from 1928 to 1932); he first started the bad
custom of *counting the bank as the family.® Becauss of “concurrent duties
but not concurrent salery,"” he was nominally not on the payroll of the Central
Bank, s0 he wanted the bank to pay all his housnhsld expenses, Every month ths
Soong family spent as much as thev pleased. "In 1932 H. H. K’ung became gover.
nor of the Central Bank, while Socong became chairman of the directors of the
Bank of China. In January 1944, tnis position wae takan from T. V., Soong by
eld K'ung; but in'reality the Bank was still theé rinancial bass for the Soong
clique. Besides controlling the Govermment Bank of China (he also held a lsrgas
amount of ¥shares” in this bank), he also invested in the Hew China Bark, the
Kwangtung Bank, the China Native Products Bank; the Chipg Insurance Compans ,
the China Reconstruction Silver Company, and the Sheng-hai Bank. Among those,
the Soong family had very large holdings in the Kwangtung Benk., Thias bank csn
almost be described as his possessicn. The Chins N-tive Products Bank is a
Joint investment of the K'ung and Soeng families, Of course, that grest man
who cannot show his face also placed large capital in thie bank. If not, why
could thils private bank obtain in the postwar psriod the right to buy gold for
the government?

: In commerce, the Soong famlly hes vast activities of national- bcopec Ia i
1936 Soong organized the China Cotton Company and became chairman of its direc- - - .
tors. This company‘s capital wes originally 500,000 yllen; in the spring of
1937 it becams 2 rdllion ylan; in May of that year ii increased to 10 million
ylan. - Az to operations, thds company in 1936 did zoTs than 13 mililon yuan
worth of cotton trading; it sold about: 5 millfon rilan worth of yarn-and clot.h, R
and did more than 3 nillion yian north of other buoslness — a total of mors’
than 20 million yllan . : L

Again, the Hua-nan hice Lomuany oF which T V Soonp was Lheimn Nas
organized in April 1937, with & capitsl of 10 million yian. This was a graat '
organiration monopolizing imported rice. ‘At the sesme time, theé United Native
Producta Company organiged in April 1937 was also under Soong ©emily control: o
(T: L. Soong was a directer). This was a trading concern thst aimed to mnom- )
Jize all netive goods in the nation - fror modarn’ prodicts and handicraft govds
down to raw materials. During the var, the Sdong family. put money into the !
Chungking China Native Products Company, ths Szachkwan Animal Products Compary, "t
the Hel=ning Industrial Company, sic., and wsre big sheveholdors in these ftmqn;;j_ g
after the mar; tie Soong family eatablished in Shang-nal the Chima Import:Export .- i
Trading Company, the Chin-shan Trading Compan;v, and the Li-t'al Treding Compsny .,' b
The China Import-Export Jrading Coapnny was in the nams of T. L. Soong. Theca
three ccncerns were among the nationis few top»flirht tradinq campaniosa )

As to industry, the. Soo*.g family ars enpod to have the Bank of L.h:ma contrc]w .
the TU-leng textile mill in Cheng-chou, the Jan-feng ndll in Chi-nan, the Yuimen
will in Kun-ming, the Heng~chung Textile Compsny, the Ch'eng-an Textlils Compen;’,
the Hsing~yung Induztrial. Stock Comrany. Limited o) Kensu.. . .They. also srrarged
for the China Cotton Company to lease and opcrate the new Heng-reng Chung Chi
xtile firm in Shang-hai. They invested diractly in the Yang-tzu Electric
Company, Huali-nant Miniug and Trenspertstion Companyv, Han-k'ou Chi-chl Hydro-
electric Company, Chiaa Autonoblle Manufacturing Company, Nan-yang Brothars To-
bacco Company, lHujeh~ho Drug Usnufescturing Company, und the Thina Woolisn Com-
peny. The last twxo were begun in Chivng-ching during the war. The China
¥oolen Company was jointly capitalized by the Klung and Soong femiides, with -
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... the natsh king Liu Hung-sheng &e nominal heaé. The China Automcbile Manufactur«
1ng Cowpuny bogan in Hong Kong, G d Lozge BeRlo TR bhC Tapanasd oec ipd @ iy
Hong Kong, a large part of the machinsry and equipmant was destroyed. When tho
war nas over Scorg sgainm, by uso of hiz politicsl position, gelned control of
the China Textile Reconstruction Corparation, and also arranged for ths Natlonal
Rescurces Comnission 0. take over eight big comranies in North China = 3ha
North Hopel Elsctric Company, Horth Shing Yron and Steel Company, Noi China
Camsnt Company, T'isn-ching tmching Sheps, T'len~ching Car /Jrallr 2
factory (former enemy- property ghich was called Chlang~ho Car Fretory), T'ien=
ching Chemiesl Company, T'ien=ching Paper Company, and the T'len-ching branch
of the Certral Elsctric Works. &£s to rmimes, Soeng bought several mine areas
around fisiang=-tan in Huinan. ‘ PR : )

- During the war Te Le-Scong started the Smythuest Transportation Gomany,
which was the first privete transport compeny cutside of the Highvay Transpord
sdninistration of the Mindstry of Commnications. This compamy aftervards bo-
came the Southwest Import and Export Bureau undex the Mlitary Affeirs Commis-
slon. Such & recrganization did not lossen tho Soong femily's power in this
company} on the comtrery becsuse of using government funds, its capital
strength and scope werw incremsed. The Chins MNerchants® Company also came
under direct control of the Scong family.

_Soong's econonie activities becsme incomparstly coumpraedorish. The great

of his veslth was stored in foveign countriss, in gold. US dollars, or US
securities, A large portion of the capital of most of thoss cowpenies and
factories in China with which he was concerned was chengod into TS dollars.
Ho opéinarily read, wrute, and spoke Bnglish -~ all Chinese documents would”

. bave to be trouslaged irto English balore he. would lock at them. Actually, he:

was just an Americen with & ysllow skint In Aserican gociety, he was & pluto=
crat veverad by the zald warshipperss ... 0 Glaieon T

The third group 4s the Ktung farily of K'ung Huiang~hsi. The Ktuvng famlly ... = i
vire local rich men. Khmgs's grandfathor operatsd & money shop.under the ‘name.. o
Chih~chteng~hein. This money ghop later was recrganized H. He Ktung.as tho:
#Shousi Yiebus Bank." K'ung elso opened a shop in T'len-ching known ag - .. -
Belang=chi, which specielized in cloth, dyes, 2oal ofk, ‘ete. There wore.
branches in the interior and in the big ports, such as Shang~hal ard Ch'ung=~':

‘ohing, Basides, there vere ssven ar elght lerge commoreial Zirns.  The nemeg::. . . .
of these f£irms all begen with the word "Kunag”® (vroad}; the "Kuang lao Hedug!-' <~
3% Chtung=ch'ing 1s an exxnnle. . Other siorss were acattered over Hupeh, . . '

and Chekiang. We hear that all these were ariginally pawmshops
ty K'ung. But while K'ung was rich o togin with, his greeter wealth:: . -
olearly was obtained after he took public office. Sore say he got office. be= '
cauro of his wife and that he gaineZ wealth bocauss of his offielal:-nosition.::

Thile thst Zs sald in ridioule; it is not wholly taseless! e R

Whan K'ung wes president of the Exscutive Yﬁaﬁ, he divectly comtmollad:’ i i :
_ three banks ~ the Central Banl, the Bank of Chire, the Farmera! Bank,-and . .- i
.also ths Central Trust Compeny. He roelly controlled two-thirde of the four. . .|
government-owned banks eml two companies. To men's horror ne bacame Meader
of leaders in the world of wealth.m”. Kfuny fias bocome world-famous in treating
the Centra) Bank on the pinciple, °The bank im 1y fanily." C ALl Khungle oxe <
penpes ~= oven, it is 2ald, ths beef seten Yy ‘hle dog == am vaken core uf 'ty
the Central Bant, Desides the three banks and w0 company, X'ung alse arranged’’
£0 taks contrel of the Fuehsing, Fu-ue, end Chins Yea compenies. He aled
arrvenged $0 have the Farmers'! Bani take over t+ha Fu~sheng money shop of the
Farz Bureau. ' . ’

Sanitized Copy Approved for Release 2011/06/29 : CIA-RDP80-00809A000600200219-8




e Bhang e W bia e Con 13 CYEI 0L serdisdn A Gt int el ua s Le R en i da 3
the Chlung-ching Hsiangu chi Company, the Ch'ing-chi Yawn Corpany, $ho Gh’ Lang-
hua Company, the To-yusn Compeny, ard tho Hsnp-iesheng. Tne Relengechi coxmany
in h'ung-ch'ing had mozre than 30 trxska of itc own which brousht geoda from
the southweshern border into. the interior. Thie ves F'ungts oconomic nucleuns
in the intsrior. Tho Ch'ing~chi Yarn Company controlled the interilor cotitone
yarn market; its copltal could mateh that of tho Fu-phomg monsy shon, Klung;
on the ons hand, graspsd the "wublie" Fa-ohens money shen; on the other hard,
ho ked his own Ch'ing-chi Tarn Company, £¢ he tarped the scurcos right and lefé.

. The Chiiang-hue Company olso engaged in transport :nd in import-ezport tynde.

. Tho Ta~yuan Company handled metal electric goods end traded in zuibouobiles. " The ..
Heng-i~sheng becane femous throvghoud tho intexrior for foreign gooda; 4t had

_ stores in Sheng-hal tnd Chungking, In tronsportition, Kinng owned tha Contivental -
Transport Company. Dasides belng sole proprivicy of tho Yh-hiva Benk, Kfuag cvmed .
gharaes in the Chifen-tial-y® and Fu-yl banks, K'ung had interests in the China
Industrial Company, Chine Drug Manufacturing Conpany. San-toaleshang Coal-Mine )
Cormpany, Th-hma textile mills, Huaefu Tobacco Covmpany, the Chine Machine Company .
controlled by the Ewelchov Enterprisa Coumpany, the Industriel Compeny in Eunan,
the Rural Irrigetion Corpany, and othors. Kot long efier the war, tho Chins
Haing-yeh Cowpany closed 4its doors; the Sem-tsai-sheng Coal-Mine Compeny also
dfsbanded and merged with "Pfien~fu® feoal minet/. Those werc by no means
eridonces of K'ung's decrease of wanitu: neadlese to woy thoy Wera the result of
Rtung's conceutrating hils capital in Shang-hal %o cerry on tho purcheeing-agent
‘business!

Aftar the war, Klung toolk pa.’tne 0 reucvo s m.,;‘vc.‘. Yo Shang-hax. In

Shang-hal he orgenized the Yang-tzu Devalopment Corporation and the Ch'anp\-c}uang
. Company; and with Socng and the son of Y& Yo-ching he onerctad the Fon-chmng o i+

» The chelrman of directors of the Tanp-tzu Compeny is Kfung'a gon, K’unf :
Iing-k'ai; ite capitsl ic 500 million US dsllerc, Thin company has alreedy mads .
salling-agency agresmente with 16 American manufacturers. The Ch'arz-chiang Com~
pany slso handlss grnin end ferm producto; of courae it will not let go of ...
foraign gocds. As to finance, K'nng moved the main office of the Yh-tua Jant 6"
Shang-hel, In sultural effaivs, K-ung ravived tho ]‘wrlisb-lmmmge Ghme Prenn,
noved tho Mm_ﬂmg,from Chtung- ch'inp tc Shun:;-}*m. W o

Ween K'ung waes in Chlwng-ch®ing there was a covmnm‘b:.xted orrnnizatio' i the.
Joint Oftice of the Fonr Government Banks, which was controlied by $ws women,: = -
This office had as ite center the Y&-huoa Bank, and united tho.Heis snw-chd, meg- :
nmei~hning, and Heng-i-ahang firms in o 2ommon plan of ections. Padp fact.te Well=
Xnown by 1l oldur rvesidents of Ch'ungechiing, - In Shsngwhael, it was'on £ still
 largor scala. Tha Yh-hua Dank was 0till the canter;. $ho Yangtsu Company,. the' .
" Chleng~chiang Company and the Reng~i-sheng, ow-chang, and othere were of couraw | .. . o
1ta sotcllites, ‘“hie is a gocd examplo of &he wpion of dank apd industrial c.agitulg e T

Compared with T, V. Sceng, Klung's "local wealthy® Tlagur ie somwhat steongar,
In fact, K'ung comes of stock formerly ensaged im capitalistic activities, CThihe ..
chleng-hsin ves s money chop, and & money shop wan a feudal financiel inetiiution, '

- The Hslang-chl of ths T'lenwching stape wee commercial cspital of tho former = - .°
capitslism.  Klung hae large land-holéings in Shonsil. Ke also ouns large parcele. ..
of land op both banks of the Amezon River in South America, VWhsthe: they ere

- fhinese 4r South Amcricen peasants, &t is oYY righiy fheyiare all clike when thaey
ere faaldelly exploited. Howover, K'ung’s feudsl character 1as 1.0t absoluts and
onique; es it develops it must become more commsrelsl., YWes not Heiang-chi of the
Ttien-ching period engeged in dyeo, ‘cloth, and coal 011! The most important dye:
and ccal o1l are imported from foreign coantries; and evsn .cloth, i» that eve:
eriizely native?! Tho more his murchant sstivities grew, the nore he decame an
agent fur imperielisu, The Tang-tsu end Ch'ang-chiang corpenics which ware

- metablighed $n S"nr\g-ﬁa‘ aftor tho wer 2van more mav:mly mompoli e the c:rpra&erc
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Fhe fourth group is the $C oligue led by Chi oa Kuo-fo end Ohten Id-fu, The

$wo Chlems ere nephevs of Ohlen ChVi-mel, snd sone of Chlen Chii~yeh. %he Ghben

" family was at firet hosd of tis Hu~chou group. A Jepanose, Hegano Alden, in Mds
Bigtory of tha Ozovih of Coplbalien in China sayw: ®Chins’s grest financlors
and indastrialiste ers mogtly vfficiale, euch as the chlef tycoon of Chekiang,
ChPen Ch'i-mel; the contrel figure of Twengturig soidateu, Tang Shee~%; aloo Te
Tean-hmg, Chang Chliem, and o%hero,® . The Chien family of Chlon Chiwmei, wWe
heex, originelly engagod dw the silk and penohop busincss. The former was o
great economic busipess which exploitedl the poaseats, and pounshope otlll nore
greedily sucked the blood of the poverty-stricken mosses. Before tho Xvonlutang
came t0 power, Ch'en Xvo-fu was pewnshop managow for nearly 10 yeers., %ha &wo
ChYenz, conmlng Irom e home that booeme rich by great expicitsiion uf peasa:iis, i
etures want to meintein snch & blood-seching systen and drain the lagt &rey of
blood.

0f the four goveriment-owned bapks and $ws companies £he 06 hold two baniko
snd ons company: the Bank of Commmnications ond Parmers’ Bsnk and the Postal
Savings and hemittanoce inetituidon, The Bank of Commmnications was ab Tiret
wndar She control of Ch'ien Hain-chih, who was closo %0 the political science
dlique, In 1942, bacsoss of the question of tha Tour Yanks bocoming moncpelies.
th'ien, in ordar to oounter old X'ung, drew togeihor the (¢ to etremgthen Nis
own position, 4s & xesclt, the high lieuviensnt of the Ch'lems, Chao Toi~lma,
entersd the 2z2nk of Communicetionc end heooans monagers, Aftey Gheo Tat~-hva
wen G4, T'uag Heng-chen, Hou Dowpisl, &xd Sun Thr-san coccessively gob in,
In 1044, Gi’en Xuo-fu got on the board ag a director, end CO influemco in the .. . :
Bank of Commmnications increaced. Under Choo Tai-jma' ¢ protection, Ch'len Hetnr oo )
cih becsms completely an ¥Rmperor Chou®} ) S

he Ghina Farmers' Bank wag at Zirst tho Farmers' Bank of Lopan, Tupeh,
Jn¥eed, anl Klengel (founded in 1923), them reorgenized (in 1935), Thigwas &
financia) institution sot up in the civil war territory foz the purpose of R
directly holding down the peasento. Ap goon as thims bank opaned, tha 50 cligqus
selasd opntrol, At fires H. H, Xlung had besn chalrman of directora, ther . . o
Presidnt Chiang held thds office Zor & Sime, and Klung took it agmin. In the o .
spring of 1946, Cn'en Kuo-fu saizod the chairmanship from X'ung, The CC are .. .-
poverfally entreiched in the Chins Fermers? Bamk, Refore On'en Xuo-fu Bocare i
s directer, Wu Chien-3s'eng and Hsf Chi-otuang hed slresly builé 2 etrong VL
ffoundaticn.® In the Bank of Coxmunications, Chao Taj-fwa was 8ti11 emvicos of L
Gh¥Sea Hain-chih; 4n the Farmers® Banis $he CC clique was & whip, he head of LT
the Posinl Savings and Resittence, He Uhd~oimang, was eloco %> the OC, Mazng
of the financiel activitles uf tho OC were serviced by or handled through hdwm,-
in the four government~owred banis and wo companies,CC strength condroiled sbont
ans balSl  Among privato danks, the Inductriel end Mining Bank had Nome money.
fuvestel by ths twvo Ch'ens. , : N
The two Ch'ens used the Permere’ Bsnz 3o adventage. They arrcnged thad thin
bank shomld Afrectly operate ths Zorm Euteroriwa Compeny, Fertilisor Soupsny,
. Farn Tooks Conpany, Parm Nachinery Company, Ferm Insurance Corpeny, and ihe
Ohina Forestry Conpany. Operated in conmection with provinces vers the Sinieng
- Lanpd Devslopment Company, the Mwencat Tprixatisn end Doveloonent Coseny, the
Chekisng Land Developmen’ Uompeny, ebce The Gontrsl Joint Tremswry, one thixd
of whose capital ~cmes from the Puymors® Bend, 4s in O hande. The chairman
of dtrestors of the Central Joini Troasury olso 1o Ch'en Fno-fu. - Chao Tal-bua,
Oheng Mhah-shens, und other CO staf? netibera take turns in eupervieinz. By
pesns of connoctions with the Santral Joint Treasury, the CT coutzol nearly 500
al and hofem josnt trmauories,. In addition, during the war thors was
estabiiabed in tho interior the Tu-hne Conpeny 2ad the ¥ast Chiss Heccnetrustion
.. 8%¢, . ¥iich also wore srpuelzations sparatod by ths Shian femdly in
the T34lG 0i agricuiiuge avd Fargobyy,  The conirol of Lho nation'e farm
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finance by holding * orm compendes $hot vlunder ths pecsania Lo 8 gpeeldd
Toeture of CC ¢linus caveratle canitaliosn, ’

fnother featurs of CC clicve burservcratic cepltalien ia ths monepoly of
nevepepers and publishing. This fentwrs arose oudy of the party offairs of 4he
Ch'en Party in Chiang's ¥mire. 3ocense tho i Ghlens undcdtosk e handio
narty matters for the Xuominteng, nevcpapers and pudblication were wnder party
Qictatorship. Controiling the greatent preparonia orpan of newa in the entirs
country was the Condral News Agency, wideh wes directly in CC hunds. In bho
nowensper field 400 pavers publirhed by tho cantral and broneh offices of tho
Kuominteng ero in CC hande. Amoiz them $he Zentze) Deily ¥eys and varicus
Koo~win ¢nilles nced not be nentioned; bub even those which bLoar the eppearznca
of poyuler newspapers wuch as the Shapga-hel Shen Prg, Heln Hen Pao, and the
Tilen~ching and Chlung-chling Wopld Iafdy ore alee 0 progorty. In the pub-
Yshing field, the Cher-clmng Beok Company, the China Calburel Service Socicy
‘the Indepenuent Pudlishing Compeny, the Te-tung Back Company, tha Pe-ti Boolk-
atore, and others, all belong to ihe GO, Bven the Chung=-kma ook Compeny
and the Commercicl Prese cannot escape tho range of .CC power. The Chung~hue
Book Company dwring tho war fell into She hands of 3ung and the two Chlans.
In the spring of 1946, al the $ime Hang Tha-wra was domwn into politienl lifo
by being mede Minietor of Economics, tho Commercisl Fresce wax soized. In
other cultural activities, the Fzrm Tisusl Ddaucebion Compeny and the Ghira
Broadeesting Corpany wora alwo orpanized by Chben Ruc-fu.

¥hdls the CC ciique specializss in controlling rureld finznes end cultural
acbivities, 1t ig not without power in induatey ond commarce. Among the onban.
vrises which the CC sot up or bocked with merey in the Intavior garing the
war are: the Fuswchien Tradlrg Mouwsn, ran-ilns S31M Company, Cotton Transuori ™
Company, Te-hua Company, Ta~lkung Tron Vorke, Chine Industrial and Mining Son-il
pany, Oreat China Gas Tranepert Compeny, China Automebile Mamfasturing Com L
the China Food Company, etc. Among thoae ti.o Ghina Food Company and. tho Rve~ W o ¢
hua S1lk Company were in partnorszhip. with Lhung,  The Buartmn 841k Company was .
the OC clicua's most profifsble concorn: it hdd branches in Cheng-tu and Kuel~ 7w
1in, &% etocked £11 sortx of gooda and 4% usce the San-ti Coipony ent con~ L
nections end its own cavs for qulck transportation, so it prospered. greatly, “i i
AZter the uar, the C0 2gain took odvanfaga of an occaclon to plunder and erestipd”
2 moncpollstic China Silk Compeny ont of filsturcs in. CentTal and:Fast Chifs - )
which wore Yccoversd from the Jopunsse, AY ihe meie time they oxmanized the .00
ordinery silk industrive 4n Shans~hal inte e vnited silic export company, Avong
thelr private enterprises vere the Puciflc Industrial Company, the Sine-dnsrican
Trading Company, the Chins Recorwttuction Compony, ote. .The Pacific indus—. . g
tried Compeny wae finencod by Ch'en Chfi~pisn; the Ohinn. Reconstzuckion Compang .
wes doucht from ¢ lesding merchent for 230 pold barp and some buildings, AL

Wrilae the fnmily of the two Chous had seas woney %0 otart vork, LY cuuld pat’
Ve compared with ole K'ung'e family;.nov G5 2Ney hova mich forolign conneolions -
as 7. V, Soong,  Add to this their tanily backeround and Sheir ngrrecedve - :
destiuction i very savage, very erusi} ' : i

FI. POLITICAL SCITNCE CRLEGE

Bantdes the four Svent clans 4n the Kuomintang bureaucratic sepitalism
there is tho political sclonce clicme, This clinue arose in the sarly years of
the Xuomintang. At that time the groct warloerd who conbested with Yhen Shihe
k'al was Ch'en Ch'un~hefsn, Under his leadership & group of politicleuc
orzanized « political study elub. TFeac+s uombers wore L Ken-yusn, Chang
Yao-ts'eng, Yang Yveng-tieX, Chang Ohun, Wa Tin-ch'ang, and others, When the
BRepvblican goverunent wae eutablished in Heneohling, Tang Yump-t'al first
wished to odtain 2 mambership in the Logiaiative Y8an, but was refused by

w10 - -
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i Henbadny ko ulon s it i Presd e phipfEhe, Thon | Mhen o amon Bhe Tagelie oo L
mendation of ligiung Shihehud, ha was zppointed socratary of Chairman Chiangis” : )
Nen-chang £ield headqusrters. Yong wae a deep thinkor and a'illful $alier.

Bafors 1ong ha was hizhly wrospeched ty hia assceiatés, who oboyed his words
and follawed his plane; he bocmse en 0b) ect of afteontion from all sides. A
thic time Kuang Pu wos head of the Torth China Politicel Committee and be-
came Fosolgn Minlcter; Hueng Shao-heiung becano Mintster of Interior; Chang
¢hun, Holung Shilklui, Liu Chon-hue, Chen T. a1l held stratogu. ‘poata, and
the political sciorce climue wont oa cilto Jauneily Tor e while, In 1936
Jang was ascacsinzted. DLoang Ta and Tin Cherehua diefl, snd the politicsl
sclenca clicuno disappeared urntll the 7irot pers of the wer. Chang Chun -
quietly took {ho placa of Yang Yung-5ial vs lezder; Belung Shik-tmi, Wu

| Mypec.tang, Weng Wen-nac, Chen I, wnd others azain held the 4rmortant vooi-
tione. In the Dostwar poriod, the ¢liquete Lunive wag not af all dininishods

The four nurthern benks mmat ve rackoned as the poilticel scionce cliquo's
economic bage. Among theee banke, bhe Chin-cii! ang Bank is one of the impoTe
tant.projects of Wu Tin-ch'ang, preeent heal of tho oivilien officials? bureen.
The politicel eclance cliouo arvanged for the Chin-chieng Bank to control tho
four northern banks, Before the four-bank two-bureaun argenizetion in thy
Kuominteng governmant was completed, the four northern banks wore a "semi~
official® monopalistic organization in Chinese finariclal eircles., The orgon-
1eation had great power in the industrial and cormercial finence of Horth

" China. Among tho goverrmont-cwned banks, Ch'ion Hsineochih of the Bank of
_Commund cations was cloes to the molitical sclence clique; Chang Chie~ao of
the Benk of Chine also hed sono latont poweT. . . .

. ¥Wu Mn-chtang, Ch'en I, Wong Wen~hso, ard othiers had .some foundation in"
industry and nining. ¥hen Wu Piyecatang was chairmen of Kveichow Province, i
the volitical science clique extended its pawer ovor the Kweichow Eaterprise’’
Cotpary. When Wong Wan~heo was Minieter of Economics, the most importaat: .
organigation vnder that Miniotry -- the Yatural Resources Cormiasion ~- wos
also oontzroiled Ly the political sclenco clique; even until now the Ketural .
Resources Commission is £11led with politiced sclence stalvarts., When Chien: i
1 was adninistrative head of Taiwen, they wWare atill more in the ssddls,  lic.,
excluded the Centrsl Bank notes £rom the ieland and forced a-pax exchange
between the sola Talven cuxrency and the nationol currency. 'The enterprises
left behind in Taiwan by the Jepanese were ptill lees sble to escape the'.
¢liqus's clutches, The fanous Telwar Sugar Company ¥ag & big txust under
Ch'en I's control, made wr of 16 Japeness gugsr comparies, Beoldes, thare
wers the Taiwan Petroloun Compeny, Taiwsn Papor Conpany, Taiwsn Fertilizer
Gompany, Tadwan Seda Compeny, and othors — a1l controlled by Clden X,

‘In the publishing field, tho well-imown Ta Kung Pao 4s clowely linked
wish politicel sciemce clique. Wu Mn-ch'ang was oane of tho founders of
this psper, and 1s in fact ite backer. The politicel mcienco clique’s
methods &re far oleverer than tiose of X'ung, Scong, or the €, Cutwardly

‘. ‘they aro like oxecutives and not like "huronuerakbic capitallate.” Heroln
ies their power to ham, L 3 :

TI1. DHPORTAVCE OF il FOTR GREAT SLANS

Thue far we ~en ges that the development of LuTesmeratic cspitalien in
China has boen sopooaching & climex in the four grend slana of the Kuonintang.
Thay have monopolizad the national finances -- Yhe fonr government-cimod
‘banks and two Dureaus and a muber of privete benitc, These clang monopolized
1mport~export trade, talliug ths purchrsing agencies into their own hands.
They have soized )l the poverrment-financed industriss and ninea and - telten
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_possesrion of many profitedla wrivate factories.  They hold hure amovmts of -
wrban land, £arm land, and buildings (they heve votsd throvsh land-rent =
and hign-intorest lending for draining the peseantry of ite blood). They
have monopolized all the nation's nevepspers, hroadcnuting, and publishing;
they have excrciesd thought-control, hoping by this Lo have monopsly over
ths nation's breins. In this remowork, tholr orizinal sccial basis 1n. the
wealthy of Kiangow end Chokiang has been, on the contrary, {raigpled on by
these clans. At ore time, local capitalisto who dered oppose them -~ such
ae 14 and Pel of Ewengei, Ilu, Teng, tnd Plan of Ssechwan, Lung Yon of
Yunnan « heve sconer or later pleaded for relenss efter being pumeled by
the iron fiste of the four grest clanci

. The high officiale of the final Manckha days wio onenad v big danks
o  mnd industfies for China — suck as i Rung-chang, Chang Chih-tung and -
Sheng Hsflan~hued - althovgh, vhile rising to pover, made fastories and
mnes t0 serve as official quexters, they neverthelecs operated each in &
United field, and of course monopoly wee oub of tho gusstion. Di1d not
the Yusn Shih-k'ai who became emmeror oajoy "prestige” for a senoration?
But his deoreos cowld not touch the Bank of Chins end Bank of Communicetions
in Sheng-hal (hie decros vanting the two banke to stop cashing was opposed
bty Sung Hanechang and othern); s3311 less could nonopoly of finance, %rade,
indusbyy and mindng, egrioculturs, snd publishing he spoken of, The com~
‘munioations clioue knew how to seizs govoernment banke and sontrel finance.
R : Bot, while they held two or three banks, comparad to the four great clans
R they are not to be counted,

The four great slans of the Kuomintang have crushed everthipg in the e
poast sgveral decades and all in the pres~nt. The monopolietic ocepltal of RS
the four great clome fa unprecadented in Chinn. Thore le no buresncratic ;| il
capital which can be compared with thom in tha past or in ile present, il o
The bloedy rule of the pest 20 yoars and the cruel plundering of ths people
fox the last 20 yesrs had mede thou "become the greatest biood-suckine
Plutocratic tycoenc in &l Chinese hMistory, unecnalled by anv amperors, wiio
in fact are lett far beliind*® Dut the fatter they get, tho more corrupt
thay Lacome, and the acerer thuy gst to their graves, Looking at the R
growing strength of the Chinece poopis. tha developmeni cf the new democre.cy, L
and the repeated military amid coconomic feilures of those ir pover, wa e .
1ieve that thie rotten, fendal, compredore, unpopular rule cannot lesig abid o
no matter how perverse, or how crucl. <Cinlma Lelongs to the people as a L SN
vholes China is a democratic nov China of tha nev democracy. It ceriainly - g
mast sveep out vlesn all the accwmlated compredorarubbish of past foudallam,

It certainly must dostroy:the compradore system and fevinl ecystem with 148
impure blood, The durezmeratic capitailem of the Your grert clane must noi
be allowed to exiat in China,

Thesrefore, the barsemceratic capital of the four gront clear not only 1a
& ronopolictic group unnracedented in modoz-n ”hingse history, but alco one
that can never xist again, .

Cn END S
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